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BECHER
76 North Wanut Streeti1I DELLA TORRE Ridgewood New Jersey 07450

iDL..x GITTO COMPANY fax
Certified Public Accountants www.bdgcpa.com

PROFESSIONAL CORPORATION

February 24 2010

Independent Auditors Report

To the Member of

Rafferty Capital Markets LLC

We have audited the accompanying statement of financial condition of Rafferty Capital Markets

LLC the Company as of December 31 2009 and the related statements of income changes in

members equity and cash flows for the year then ended that you are filing pursuant to Rule 17a-5

under the Securities Exchange Act of 1934 These financial statements are the responsibility of the

Companys management Our responsibility is to
express an opinion on these fmancial statements

based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of Ameiica Those standards require that we plan and pezfonn the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement An audit

includes examining on test basis evidence supporting the amounts and disclosures in the financial

statements An audit also includes assessing the accounting principles used arid significant

estimates made by management as well as evaluating the overall financial statement presentation

We believe that our audit provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Rafferty Capital Markets LLC as of December 31 2009 and the results of its

operations and its cash flows for the
year

then ended in conformity with accounting principles

generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in Schedule is presented for purposes of additional

analysis and is not required part of the basic financial statements but is supplementary

information required by Rule 7a-5 under the Securities Exchange Act of 1934 Such information

has been subjected to the auditing procedures applied in the audit of the basic financial statements

and in our opinion is fairly stated in all material respects in relation to the basic financial

statements taken as whole

/JÆ144%P1

Ridgewood New Jersey



Rafferty Capital Markets LLC

Statement of Financial Condition

As of December 31 2009

Assets

Cash 13046353

Receivable from broker-dealers 30368

Loans receivable from affiliates 971966

Deposits with clearing organizations 1788345

Securities owned at market 8266465

Prepaid expenses and accounts receivable net of

allowance of $0 2633193

Total assets 26736690

Liabilities and Members Equity

Liabilities

Accrued expenses 8427160

Payable to broker-dealers 30148

Payable to clearing organizations 130242

Total liabilities 8587550

Members equity 18149140

Total liabilities and members equity 26736690

The accompanying notes are an integral part of the financial statements



Rafferty Capital Markets LLC

Statement of Income

For the year ended December 31 2009

Revenues

Commission income 57619769

Trading gains net 969145

Fee income 8952901

Interest and dividends 450156

Total revenues 67991971

Expenses

Employee compensation and benefits 46592382

Data processing costs 1027760

Clearing and execution expenses 3034496

Communications 3589146

Occupancy 1214164

Regulatory fees 329691

Other operating expenses 5491764

Total expenses 61279403

Net income 6712568

The accompanying notes are an integral part of the financial statements
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Rafferty Capital Markets LLC

Statement of Changes in Members Equity

For the year ended December 31 2009

Beginning members equity 11436572

Net income 6712568

Ending members equity 18149140

The accompanying notes are an integral part of the financial statements

-4-



Rafferty Capital Markets LLC

Statement of Cash Flows

For the year ended December 31 2009

Cash flows from operating activities

Net income 6712568

Adjustments to reconcile net income to net cash

provided by operating activities

Receivable from broker-dealers 175347030

Loans receivable from affiliates 4122263

Deposits with clearing organizations 69 1353

Investment in marketable securities 7043096

Prepaid expenses and accounts receivable net 620266

Accrued expenses 1202871

Payable to broker-dealers 175195348

Payable to clearing organizations 46440

Total adjustments 448753

Net cash provided by operating activities 6263815

Cash beginning of year 6782538

Cash end of year 13046353

The accompanying notes are an integral part of the financial statements

-5-



Rafferty Capital Markets LLC

Notes to Financial Statements

December 31 2009

Note Organization and Nature of Business

Rafferty Capital Markets LLC the Company was formed as New York Limited Liability

Company on October 16 2000 The Company is registered broker-dealer pursuant to Section

15b of the Securities Exchange Act of 1934 as amended The Company also provides mutual

fund distribution and underwriting services in fifty states and is member of the FundServ

System of the National Securities Clearing Corp

Note Summary of Significant Accounting Policies

Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent

assets and liabilities at the date of the financial statements Estimates also affect the reported

amounts of revenues and expenses during the period Actual events and results could differ from

those estimates

Securities Transactions

Profit and loss arising from all securities and commodities transactions entered into for the

account and risk of the Company are recorded on trade date basis Customers securities and

commodities transactions are reported on settlement date basis with related commission income

and expenses reported on trade date basis

Marketable securities are valued at market value and securities not readily marketable are valued

at fair value as determined by management

Cash and Cash Equivalents

The Company considers all highly liquid instruments purchased with maturity of three months or

less to be cash equivalents The carrying value of cash and cash equivalents approximates fair

value because of the short maturities of those financial instruments The Company maintains its

cash in accounts that at times may exceed federally insured limits The Company had

approximately $10786000 of uninsured cash balances at December 31 2009



Rafferty Capital Markets LLC
Notes to Financial Statements continued

December 31 2009

Note Summary of Significant Accounting Policies continued

Allowance for Doubtful Accounts

The Company provides for estimated losses on accounts receivable using the allowance method
based on prior bad debt experience and review of existing receivables The Company has

evaluated its accounts receivable at December 31 2009 and has written off all accounts deemed

to be uncollectible Accordingly there is no allowance for doubtful accounts at December 31
2009

Note Securities Owned at Market

Marketable securities owned are considered trading securities by management At December 31
2009 marketable securities consisted of equity securities $2441821 and fixed income
securities $5824644

Note Fair Value

Fair Value Measurement

FASB ASC 820 Fair Value Measurements and Disclosures defines fair value establishes

framework for measuring fair value and establishes fair value hierarchy which prioritizes the

inputs to valuation techniques Fair value is the price that would be received to sell an asset or

paid to transfer liability in an orderly transaction between market participants at the

measurement date fair value measurement assumes that the transaction to sell the asset or

transfer the liability occurs in the principal market for the asset or liability or in the absence of

principal market the most advantageous market Valuation techniques that are consistent with

market income or cost approach as specified by FASB ASC 820 are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value

into three broad levels

Level inputs are quoted prices unadjusted in active markets for identical assets or

liabilities the Company has the ability to access

Level inputs are inputs other than quoted prices included within level that arc

observable for the asset or liability either directly or indirectly

Level are unobservable inputs for the asset or liability and rely on managements own
assumptions about the assumptions that market participants would use in pricing the asset

or liability

-7-



Rafferty Capital Markets LLC
Notes to Financial Statements continued

December 31 2009

Note Fair Value continued

The following table represents
the Companys fair value hierarchy for those assets and liabilities

measured at fair value on recurring basis as of December 31 2009

Fair Value Measurement on Recurring Basis

As of December 31 2009

Netting and

Level Level Level collateral Total

ASSETS

Financial instruments owned

Corporate Bonds 3098089 3098089

Mortgage Backed Securities 924016 924016

Collateralized Mortgage Obligations 1802539 1802539

Equities 2408499 33322 2441821

TOTALS 8233143 33322 8266465

Note Transactions with Related Entities

Transactions with its member and other affiliates that share common ownership consisted of the

following

Loans receivable from affiliates January 2009 5094229

Costs paid by Company for the benefit of affiliates 807082

Costs paid by affiliates for the benefit of the Company 2789345
Cash paid by the Company to affiliates 31544099

Cash paid by affiliates to the Company 33684099

Loans receivable from affiliates December31 2009 971966

Loans payable and loans receivable from affiliates do not bear interest and are payable on

demand



Rafferty Capital Markets LLC
Notes to Financial Statements continued

December 31 2009

Note Receivable from and Payable to Broker-Dealers

Amounts receivable from and payable to broker-dealers at December 31 2009 were $30368 and

$30148 respectively and consist of securities failed-to-deliver and securities failed-to-receive

respectively

Effective April 2009 clearing firm now acts as the clearing broker for the Companys

municipal bond transactions Prior to this date the Company self-cleared its municipal bond

transactions through the Depository Trust Company or the National Securities Clearing

Corporation

Note Income Taxes

As limited liability company the Company does not pay income taxes at the entity level

Accordingly no provision for income taxes has been made in the accompanying financial

statements The Companys member includes the Companys taxable income in its income tax

return

Note Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule

SEC Rule 15c3-1 which requires the maintenance of minimum net capital and requires that the

ratio of aggregate indebtedness to net capital both as defined shall not exceed 15 to At

December 31 2009 the Company had net capital of $13741358 which was $13179547 in

excess of its required net capital the greater of 2/3% of aggregate indebtedness or $150000
The Companys aggregate indebtedness to net capital ratio as of December 31 2009 was 0.61 to

Note Employee Benefit Plan

The Company has qualified retirement savings plan covering eligible full-time employees

-9-



Rafferty Capital Markets LLC
Notes to Financial Statements continued

December 31 2009

Note 10 Financial Transactions with Off-Balance-Sheet Risk

In the normal course of business the Companys activities involve the execution settlement and

financing of various securities transactions In the event the customer or other party to

securities transaction is unable to fulfill its contracted obligations the Company may be required

to purchase or sell financial instruments at prevailing market prices in order to satisfy its

customer-related obligations Securities owned by customers are held as collateral against

related receivables from customers

Note 11 Secured Line of Credit

The Company has $10000000 secured overnight bank line of credit expiring June 30 2010

which has an interest rate of the Prime Rate plus 1% The credit line is for the purpose of

purchasing customers securities when fail has occurred and is secured by the securities

purchased As of December 31 2009 there were no borrowings against the line of credit

Note 12 Commitments and Contingencies

Operating Leases

The Company rents office space under non-cancelable operating lease agreements expiring

through 2015 Certain leases are subject to rental increases The Company is also required to

pay its pro-rata share of utilities real estate taxes and other costs under certain leases

Minimum annual future rental payments under the operating leases excluding utilities and other

operating costs follows

Year ending December31

2010 1093992

2011 1104017

2012 1025026

2013 832458

2014 777207

Thereafter 263039

Total 5095739

-10-



Rafferty Capital Markets LLC
Notes to Financial Statements continued

December 31 2009

Note 12 Commitments and Contingencies continued

Rent expense including utilities and other occupancy costs for the year ended December 31

2009 was approximately $1214000

Note 13 Subsequent Events

The Company has evaluated subsequent events through February 24 2010 the date which the

financial statements were available to be issued

11
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Schedule

Rafferty Capital Markets LLC

Computation of Net Capital Under Rule 15c3-l

of the Securities and Exchange Commission

As of December 31 2009

Total members equity 18149140

Non-allowable assets 3605159

Aged fails-to-deliver 301

Net capital before haircuts on

securities positions 14543680

Haircuts on securities computed where applicable

pursuant to rule 15c-3l 802322

Net capital 13741358

Aggregate indebtedness

Accounts payable and accrued expenses 8427160

Computation of basic net capital requirement

62/3% of aggregate indebtedness 561811

Minimum net capital required 150000

Excess net capital 13179547

Excess net capital at 1000% 12898642

Ratio Aggregate indebtedness to net capital 0.61 to

Reconciliation with Companys Computation

Included in Part IIA of Form X-17A-5 as of December31 2009

Net capital as reported by Company unaudited 13741358

Adjustments

Net capital per above 13741358



rt BECHER
_J 76 North Walnut StreetDELLA TORRE

FlidgewoodNewJerseyO745o1JJ GITTO COMPANY
fax 201-652-0401

Certified Public Accountants
www.bdgcpa.comPROFESSIONAL CORPORATION

To the Member of

Rafferty Capital Markets LLC

In planning and performing our audit of the financial statements of Rafferty Capital Markets
LLC the Company as of and for the year ended December 31 2009 in accordance with

auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as basis for designing our

auditing procedures for the purpose of expressing our opinion on the financial statements but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal

control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we
have made study of the practices and procedures followed by the Company including
consideration of control activities for safeguarding securities This study included tests of

compliance with such practices and procedures that we considered relevant to the objectives

stated in Rule 7a-5g in the following

Making the periodic computations of aggregate indebtedness or aggregate debits
and net capital under Rule 17a-3al and the reserve required by Rule 5c3-3e

Making the quarterly securities examinations counts verifications and comparisons
and the recordation of differences

required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section

of Federal Reserve Regulation of the Board of Governors of the Federal Reserve

System

Obtaining and maintaining physical possession or control of all fully paid and excess

margin securities of customers as required by Rule 5c3-3

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has
responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the
preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

-13-



To the Member of

Rafferty Capital Markets LLC

Page

Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management
or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis signflcant deficiency is control deficiency or combination

of control deficiencies that adversely affects the entitys ability to initiate authorize record

process or report financial data reliably in accordance with generally accepted accounting

principles such that there is more than remote likelihood that misstatement of the entitys

financial statements that is more than inconsequential will not be prevented or detected by the

entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements

will not be prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2009 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management
the SEC and other regulatory agencies that rely on Rule 7-a-5g under the Securities Exchange
Act of 1934 in their regulation of registered brokers and dealers and is not intended to be and

should not be used by anyone other than these specified parties

L2Æ114w
Becher Della Tone Gitto Company CPAs

Ridgewood NJ

February 24 2010

BECHEP
-14-
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Lrt BECHER
76 North Walnut Street

DELLA TORRE Ridgewood New Jersey 07450

JJ..J GITTO COMPANY
fax 201-652-0401

Certified Public Accountants www.bdgcpa.com
PROFESSIONAL CORPORA11ON

February 24 2010

To the Member of Rafferty Capital Markets LLC

33 Whitehall Street 10th Floor

New York NY

Gentlemen

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments Assessment Reconciliation Form SJPC-7T to the

Securities Investor Protection Corporation SIPC for the Year Ended December 31 2009 which

were agreed to by Rafferty Capital Markets LLC and the Securities and Exchange Commission

Financial Industry Regulatory Authority Inc and SIPC solely to assist you and the other

specified parties in evaluating Rafferty Capital Markets LLCs compliance with the applicable

instructions of the Transitional Assessment Reconciliation Form SIPC-7T Rafferty Capital

Markets LLCs management is responsible for the Rafferty Capital Markets LLCs compliance

with those requirements This agreed-upon procedures engagement was conducted in

accordance with attestation standards established by the American Institute of Certified Public

Accountants The sufficiency of these procedures is solely the responsibility of those parties

specified in this report Consequently we make no representation regarding the sufficiency of

the procedures described below either for the purpose for which this report has been requested or

for any other purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7T with respective cash

disbursement records entries noting no differences

Compared the amounts reported on the audited Form X-l 7A-5 for the year ended

December 31 2009 as applicable with the amounts reported in Form SIPC-7T for the

year ended December 31 2009 noting no differences

Compared any adjustments reported in Form SIPC-7T with supporting schedules and

working papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in Forms SIPC-7T and in

the related schedules and working papers supporting the adjustments noting no

differences and

Compared the amount of any overpayment applied to the current assessment with the

Form SIPC-7T on which it was originally computed noting no differences

-15-



To the Member of Rafferty Capital Markets LLC

Page

We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express
such an opinion

Had we performed additional procedures other matters might have come to our attention that

would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and

is not intended to be and should not be used by anyone other than these specified parties

Æ-7-144
February 24 2010

-16-
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SIPC-7T

29-REV

SECURITIES INVESTOR PROTECTION CORPORATION
805 15th St NW Suite 800 Washington D.C 20005-2215

202-371-8300

Translilonal Assessment Reconciliation

Read careiuiiy the instructions in your WsrIn9 Copy belore completing
this Form

SIPC-7T

29-REV 12/09

TO BE FiLED BY ALL IPC MEMBERS WITH I9SCAL YEAR ENDiNGS

Name ci Member address Designated Examining Authority 1934 Act registration no and month it Which tlscal year ends for

purposes of the audit requirement of SEC Rule 17a-5

33 kh Note it any ci the information shown on the mailing label

requires correction please email any oorrecttolis to

tornr@aipc.org atd so indicate on ihe iorrn Iliad

4iics aiwiiL
Name and telephone number ot petson to ocitact

respecting this term

/e 6Z 3612.i

J3o3g
I.771o

eneral Assessment jitem 2e from page not less than $150 minImumfl

Less payment made with StFC-6 flied including $150 paid with 2009 SiPO-4 exclude interest

.-

Date Paid

Less prior overpayment applied

Assessment baianoe due or overpayment

Ini.erest computed on Ite payment see instruction ior__days at 20% per annum

Total assessment balance and interest-due or overpayment carried torward

PAiD WITH THiS FORM
Check enclosed payable In SIPO

Total must be same as above

Overpayment
oarried lorward $___________________________

Subsidiaries and predecessors
included In this term give name and 1934 Act registration number

Tue SIPC member submitting this term and the

person by whom Ills executed represent thereby

that all intormatlon conialned herein is true correct

and complete

Dates
Postmarked Received

OaloUIatiDfl$

Exoaptioner

Disposition of exoeplluna

Reviewed

Pocumentalion Forward Copy

CD

Fz4-AL1 i-/LJ LC
114e55 O.peIlfl arlrorbIp othi rgiL5ii

e.J
dO tAUhlfl5 eJeAat

.L _J 1/7
Dated day of 20L2....

Cl
cmtt

This form and the assessment payment tItle 00 days after the end ci The fIscal year Retain the WorKing Copy ot this form

for period ol not less than years the latest years in an easily eeceesiWe place



DETERMINAliON OF SIPC NET OPERATING REVENUES

AND GENERAL ASSESSMENT

item 140

2a Total revenue FOCUS Lhe lVPart hA Line Code 4030

Zb Additions

Total revenues train the securities businusu of subsIdiaries except torelgn subsidiaries and

predesessors not Included above

Net toss from principal
lransacltoflo In securities in tradIng accounts

Net laos liars princIpal lraiisaoiisfln In commodities in trading accounts

ritoresi and dlyidend expense deducled In determining Item 20

Net loss from management of or partIcIpatIon
in the underwnlltng

or distribution Di securilles

Expenses other than advertising prinling regisiratlon tees and legal lees deducted In delermlntng net

profit
from management ol or parliulpallon in underwriting or distribution ci securities

Net loss Item securIties in invesimeat OOUflt

Total addllloimn

2o DedustiOflE

Revenues irons the dintribulton of sharesof regisiered open end investment company or unit

investment trust tram the sale ol variable annuities from the business of Insurance Irom invesinrenl

advisory
services rendered to registered

investment companies or insurance company separate

accounts and irorn transactIons in security tulurus products

Revenues Item commodity transactIons

C.ornrrisslons Boor brokerage and clearance paid to other SIPC members in oonneQllsn with

securities fransaxhlons

Relmbureemeflls for postage In conuecilon with proxy sotirlfalion

Net gain
front securities In Investment accounts

100% of commissions and markups earned from transactIons In certilicains ci deposit and

II Treasury
bfiie banterS aceoptaflces or commercial paper

that mature nine months or iess

from Issuance dote

Direst expensen
oh

prtnilng advertising and iegal lees incurred in connection wtth other revenue

reiaiod to the securities business revenue deiined by Section 169L of the Act

Other revenue not related either directly as Indirocily to the securities business

See inatruatloli

Amounts br the fIscal period

beginning Apr11
2009

and ending 20_
Eiiminate cents

57qiLg

Totai intereni end dividend expanse FOCUS Line 22PAR1 hA Una 13

Code 4075 plus
line 2b4 above but nut in assess

ci total Interest and dividend income $_______

II 40% of Interest earned on customers securtiles accounts

40% gf FOCUS line Code $900

enter ihe greeter of line or Ii

Total deductionS

ad GIPO Not Operating Revenues

2e General Asseesmefli .0020

o2 .cq5 a02-

$______
J%t 83g

to page but not less than

$150 minimum


